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INTERNATIONAL PAINTS (CANADA) LIMITED 


DIRECTORS’ 
REPORT TO THE 
SHAREHOLDERS: 


The statements accompanying this report show further improvement in 
results during 1979. Sales grew to $68,403,135 and net income was 
$1,367,248 compared to a net income for the previous year of $711,209. 


Much of the year’s success has been due to customers’ continued accep- 
tance and support of the company’s products and their loyalty is much appreci- 
ated. 


The Directors wish to thank the management and personnel of the com- 
pany for the considerable efforts made during the year to improve results. 


ON BEHALF OF THE BOARD OF DIRECTORS 


Colin W. Webster 


Chairman of the Board 


F. P. Baker 


President and Managing Director 


1 April 1980 


INTERNATIONAL PAINTS (CANADA) LIMITED 


CONSOLIDATED STATEMENT OF 
INCOME AND RETAINED EARNINGS 


Year ended December 31 


Revenue: 1979 
SEER co oc RRS Tene UO, SO Aa Oe $68,403,135 
Oe MCN NCH ae es rch eS Se Lee ce ree ce tte wed 118,765 
68,521,900 


Cost and expenses: 


Cost of sales and selling and administration...................... 64,774,216 
Deareciauon and amomnization. «...2..0.. 0.65.0 cer die cheseesees 552,430 
Interest — 
SOTA A FETA INST A ke pa a Su ee a SE On Oe Ree 737,761 
DUCT TSS d ea iy fet Cae ee EEE RE fad a Se il PP oe 510,245 
66,574,652 
eons Deiore IMeOMe taXxeS . 7. .6.cis bode we wees cones dee omesew nas 1,947,248 
Income taxes: 
“UTED, Sc ec PE a ee RE Ae Poe cen | 355,000 
DYES ee APE PPE eee oe me ee ER 225,000 
580,000 
SUSE CINCO TREN (0 CY: | nna ae eee PPR Se eI re Vaart rina 1,367,248 
Retained earnings, beginning of year.............. 0.0... eee eee eee 5,698,560 
Dividends: 
Common shares —S 00 per'share* 0. o.oo Pe se 28,000 
Preference shares (declared and paid to June 30, 1979) — 
BOSCO DSL SHANG cess Seen As Gaede sini is pa ra eee eee eee 110,000 


Pee G.Carnings-end Of Veal. x ccceic.idc ae We tak come a eee ee $ 6,927,808 


Earnings per participating preference and 
common shares (after preferential dividends)..................... $16.76 


1978 
$60,111,664 


85,807 


60,197,471 


Df ,J91,209 
521,798 


572,484 


445,675 
99,137,226 


1,060,245 


24,036 
325,000 


349,036 


711,209 
5,047,351 


60,000 
$ 5,698,560 


INTERNATIONAL PAINTS (CANADA) LIMITED 


CONSOLIDATED 
BALANCE SHEET 


ASSETS 


Current assets: 
Cashand'short-term depositsas ee a ee eee ee 
Accounts:receivable:’.< ee: nee are ees See a ee ae ee 
Due from parent and affiliated companies....................... 
INVeNtONiOS 2 ic slat ak ers eee ate ee ee tec oe eae oe Ree 
Prepaid OXxDeNSeS. cc... sheyse oes | shame: irae eins eel en ee ee 
Future income tax reductions (Note). 2... 2222025. .<<4. 150s 


Fixed assets (Note. 3): s <.segetieg eee re tei eke 
GOOGWHll necks eo Sen co ck are eager 


Approved by the Board: 
COLIN W. WEBSTER, Director 


R. M. WOODHOUSE, Director 


December 31 


1979 


$ 16,909 


7,241,871 
277,301 
14,841,288 
1,122,420 


300,000 


23,799,789 
6,058,731 


$29,858,520 


1978 


$ 253,650 


5,967,236 
228115 
13,310,217 
1,020) 1°77 


20,779,395 


5,089,627, 
17,500 


$26,386,522 


LIABILITIES 


Current liabilities: 
MECN OOMOSS nies frre ee nb yc Mente aisle cents nea as 
Accounts payable and accrued liabilities......................05. 
BeconGnIKOS DAVADIC stihl ies cs Slut ays ve whe gE ek ese ae ge 


ME OIMMEGOOIINOIO’S.) 042.0 foes nralocpaeaie Meu wrk @oewG ca @Y baste’ 
DO MEMCIICOINCTIAXCS oe re hares Lc cerns & She eek Balen Sota 


SHAREHOLDERS’ EQUITY 


Stated capital: 
Authorized and issued — 


50,000 cumulative participating 
Dreference Shares... 5 sis ature cea teeta! Ga earuc enn 


26 O00 COMMON SMALCS sc usoen cen ae eaceeeee $140,000 


of which the total issue amount 

was attributed to surplus and 

applied by the directors to 

write-down goodwill; etc... . 2.2256. sae et ore 
Premium on issue of preference shares (Note 7)...................05- 
BOOiaisal surpius Onwand (Note 1) o..0 7.2. tes ee Seca we ete 


MECC CANUNOS oo sinc cai sees chee es mera okra ak A 


140,000 


December 31 


1979 
$ 4,786,967 
10,071,365 


367,926 


15,226,258 
3,960,930 
1,456,103 


1,032,000 


1,255,421 
6,927,808 


9,215,229 
$29,858,520 


1978 


$ 4,854,955 
8,785,375 


14,926 


13,655,256 
3,814,182 
931,103 


1,000,000 


32,000 
1,255,421 
5,698,560 


7,985,981 
$26,386,522 


INTERNATIONAL PAINTS (CANADA) LIMITED 


CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 


Source of working capital: 
Net INCOMEC : is4.«8eu4: Foc Palle ee eens eerie ae eee eee 
Charges to income not affecting working capital — 
Depreciation and amortization: 02+. .ab oss sem eee eee 
Deferred income taxes 2) cata 6 ec te ee ee eee ae 


Working capital provided by operations................00.ses0ee: 
Term loans and capitalized lease obligations (Notes 2 and 4)....... 


Application of working capital: 
Investment in capitalizediicasesa).. 30.4. eee ee 
Investment in fixed assets: (Mel) is. ee ne ee renee 
Repayment of term loan and capitalized lease obligations.......... 
DIvid@idS: *<.. si: areata Seite ee tee ei eae 


Increase in working capital.2. SscoGxc cect os eet ee 
Working capital, beginning Of years 2.526 5 fare serene cee eee 


Working capital, end of year 20.2 3)s02.25 eset ce eee 


AUDITORS’ REPORT 


To the Shareholders of 
International Paints (Canada) Limited: 


1979 
$1,367,248 


552,430 
525,000 
2,444,678 
560,594 
3,005,272 


369,600 
634,434 
413,846 


138,000 


1,555,880 
1,449,392 


7,124,139 
$8,573,531 


Year ended December 31 


1978 
$ 711,209 


521,798 
325,000 


1,558,007 
600,000 


2,158,007 


271,436 
244,858 


60,000 


576,294 


1,581,713 
5,542,426 


$7,124,139 


We have examined the consolidated balance sheet of International Paints (Canada) Limited as at December 
31, 1979 and the consolidated statements of income and retained earnings and changes in financial position for 
the year then ended. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Corporation as at 
December 31, 1979 and the results of its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 
PRICE WATERHOUSE & CO. 
Chartered Accountants 


Montreal, Quebec 
February 27, 1980 


INTERNATIONAL PAINTS (CANADA) LIMITED 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS becemser 31, 1979 


1 


3. 


Summary of principal accounting policies: 


(a) 


(b) 


(c) 


(d) 


Principles of consolidation — 
The consolidated financial statements include the accounts of the Corporation and all subsidiaries. 
Inventories — 


Inventories of finished and in-process goods are valued at the lower of manufacturing cost and net realizable value 
and raw materials are valued at latest invoice cost. At December 31 inventories were as follows: 


1979 1978 
Raw materials and work in proCeSS .......... 0.0.0 cece eee aes $ 4,116,142 $ 2,697,649 
BNA ES COCOONS een ety cit ye oe ice Sette BAe te a ete Benet 10,725,146 10,612,568 
$14,841,288 $13,310,217 


Fixed assets and depreciation and amortization — 

Fixed assets are recorded at cost with the exception of land which is recorded at the appraised market value at 
November 30, 1978, as determined by General Appraisal of Canada Limited. Expenditures for maintenance and 
repairs are charged to expense as incurred. 


Depreciation is calculated generally on the declining balance method for owned assets and on a straight-line basis for 
capital leases using rates based on the estimated useful lives of the respective assets. 


Amortization of goodwill — 

Goodwill is amortized using the straight-line method over 5 years. 

Income taxes — 

Income taxes are accounted for on the tax allocation method whereby income taxes are fully provided for on reported 
income at current tax rates. Reported income differs from taxable income because of timing differences, principally 
capital cost allowances claimed for tax purposes which exceed the depreciation provided in the financial statements. 
The tax effect of this difference has been set aside as deferred income taxes to be drawn down in years when taxable 
income exceeds reported income. 

As a result of the amalgamation referred to in Note 8, a tax loss was incurred for the period October 1 to December 
31, 1979. This tax loss is expected to be recovered in 1980 and, accordingly, has been treated as a current asset in 
the financial statements. 


Translation of foreign currencies — 


Foreign currency balances included in current assets and liabilities are translated into Canadian dollars at rates of 
exchange current at year-end; items included in non-current assets and liabilities are translated at the rates of ex- 
change prevailing at the dates the transactions were recorded. Gains or losses on foreign exchange are reflected in 
the statement of income. 


Change in accounting policy for leases: 


During 1979 the Corporation adopted the recommendation of the Canadian Institute of Chartered Accountants related to 
accounting for leases. Accordingly, capital leases entered into during 1979 have been recorded as fixed assets at the fair 
value of the leased property. A corresponding lease obligation has also been recorded at the present value of the future 
lease payments. Payments made on capital leases are recorded as blended payments of interest and principal and are 
allocated in such a manner as to extinguish the lease obligation at the end of the lease term. 


Capital leases entered into prior to January 1, 1979 have not been capitalized. The capitalization of such leases would 
have resulted in net increases of $1,156,000 and $1,151,000 in assets and liabilities, respectively, and a decrease of 


$23,000 in net income. 


Fixed Assets 


1979 1978 
DTTC RR Ne ee es eRe cite Fe ecu Lee taieia Senate $ 1,380,000 $ 1,380,000 
Buildings, machinery and equipment................:cseeeeees 9,028,727 8,404,972 
EpasenoldimprovementsS .)< 508 ¥ 5 ora sae re tena i san > 503,659 523,704 
10,912,386 10,308,676 
Less: Accumulated depreciation and amortization............... 5,221,133 4,719,049 
5,691,253 5,589,627 

Assets under capital leases less amortization of $2,122 ......... 367,478 ~- 
$ 6,058,731 $ 5,589,627 


4. 


Long-term debt: 


1979 1978 

Bank term loans with interest ranging from “2% to 1%% above the 

bank prime rate repayable in 11 annual instalments of $300,000 

commencing) February’ 1, 1983. oa.tsee meen nee Sie $ 3,300,000 $ 3,300,000 
812% debt of FF 507,000 repayable in quarterly instalments to 

1982. oa i RP ORES ee eno eee ee 146,196 — 
7% debt of £294,000 repayable in semi-annual instalments to 

5 hc}: A PENNY Gece Mee eer ted ks Me Take Seeks yam, SoBe co Ae nese 514,182 759,040 
Capital lease obligations with incremental interest rates ranging 

from 10%% to 12%% repayable in equal monthly instalments of 

principaliand interestio AGG Ost, eee ree has asks nae 367,478 — 

4,327,856 4,059,040 

Less: Amounts due within one year included in current liabilities . . 366,926 244,858 


$ 3,960,930 $ 3,814,182 


Pension plans: . 


The Corporation has established a number of pension plans which are open to all employees. The current service cost 
portion of these plans is absorbed in the period in which the service that gives rise to the entitlement is rendered. The 
unfunded past service liability is estimated to be $314,000 at December 31, 1979 and is to be charged to earnings over 
the next 11 years. 


Commitments: 
Minimum annual payments under long-term operating leases and licence agreements and capital leases are as follows: 


Operating 

Leases & 

Licence Capital 

Agreements Leases Total 

AGB Oe ice aie teen eee See ne SR nL $1,923,443 $ 94,716 $ 2,018,159 
9B iiss ide Gi Seatac a ol alee Ne cra eae oe oe 1,696,937 94,716 1,791,653 
VOB 2 ose wcacbaig ae EY lens PE nee Re ee 1,397,018 94,716 1,491,734 
41983 so: Ae Rs ee eee 1,161,015 94,716 250700 
TOGA. cicrake in, BA als Wa Ee: ree ee 790,609 86,796 877,405 
Thereafter s.s..so5.0 ee See ee eee 2,939,172 7,038 2,946,210 

9,908,194 472,698 10,380,892 
Less: Interest component of capital leases............. — 105,220 105,220 


$9,908,194 $367,478 $10,275,672 


The operating leases and licence agreements expire generally over the next ten years; however, in the normal course of 
business, they will be renewed or replaced by other similar leases and licence arrangements. 


Total rent charged to expense in the accompanying Statement of Income with respect to operating leases and licence 
agreements amounted to $3,561,000 (1978 — $3,436,000) including rentals based on a percentage of sales but excluding 
payments of real estate taxes, insurance, advertising and other expenses required under the licence agreements and real 
estate leases. : 


Continuance and stated capital: 


On June 1, 1979 the Corporation obtained a certificate of continuance under the Canada Business Corporations Act. As a 
result, the authorized and issued stated capital of the Corporation now consists of 50,000 preference shares without par 
value which are entitled to cumulative preferential dividends at the annual rate of $1.20 per share and 28,000 common 
shares without par value. Premium on issue of preference shares has been reclassified to stated capital. 


Amalgamation: 


On September 30, 1979 under the provisions of Section 179 of the Canada Business Corporations Act, the Corporation 
amalgamated with its wholly-owned subsidiary, International Paints (Retail) Ltd. 
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